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On April 8-9, Jorge Castaneda visited the University of New Mexico (UNM), where he spoke in two
public addresses about current economic, social, and political affairs in Mexico and Latin America.
Castaneda was born and raised in Mexico City. He received his B.A. from Princeton University and
his Ph.D. from the University of Paris. He has been a professor of economics and of international
affairs at the National Autonomous University of Mexico since 1978. He has also been a Senior
Associate of the Carnegie Institute for International Peace in Washington, and a visiting professor
at Princeton University and the University of California at Berkeley. Among the six books he has
authored or co-authored is "Utopia Unarmed: The Latin American Left After the Cold War" (1993).
He is a regular columnist for the Los Angeles Times, Newsweek International, and the Mexican
weekly Proceso.
Part I of LADB's interview with Castaneda, which covered political affairs in Mexico, was published
in the April 17, 1996, edition of SourceMex - Economic News & Analysis on Mexico. Castaneda was
interviewed by LADB Managing Editor Kevin Robinson and LADB Political Affairs Editor Patricia
Hynds.
LADB: The current lack of alternatives to the neoliberal model that has engulfed the entire continent
is striking for most Latin Americanists, especially given the model's huge impact on the poor. Do
you see any sign of a viable option emerging to the neoliberal model?
Jorge Castaneda: I think you have to distinguish between the conceptual design of an alternative
model, which I think exists, and the agency for it, that is, the political and social coalitions that you
must build to win an election and implement this conceptual design. What you've seen in Latin
America over the last few years is a split between the two. There are times and places where you
have the model but not the agency, and there are times and places where you have the agency
but not the model. Sometime, somewhere, I imagine the two will come together. The model or the
design exists. I think there is a clear sense of the things that have to be done to move away from
the neoliberal model without returning to the protectionist status of the ISI (Import Substitution
Industrialization) model of the past. On economic policy, it's relatively clear that you have to begin
to link the modern sector to the backward sector. You have to have an export-oriented policy that
builds alliances among state, workers, and business. You have to have a regulatory framework
for some state-owned companies that should be brought back. You have to have a much larger
role for the state in infrastructure, in education, in fighting poverty, in housing, in health. That's
all clear. On social policy, you have to tend toward the creation of a minimal package of social
rights, or entitlements, throughout the region, whether it's milk for children, houses for people,
unemployment insurance, jobs. You need to develop a sort of mixture of the European welfare
state and American entitlements. Then you have to finance all of this basically through taxes. It's
not terribly complicated. It's relatively clear how you do this, where you get the money, how you
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spend it, etc. There is some discussion, perhaps, about the degree of trade liberalization. That is one
of the issues where there is some dissonance because there are people who believe that you can't
move back on trade liberalizations once you've moved forward. Other people think that's not such
a big deal, that you can come back and close off certain areas, protect certain areas, either through
outright tariffs or nontariff barriers or whatever. There are all sorts of ways that you can do that.
In any case, the idea of having an export-oriented industry for most of these countries, of having
higher taxes, of funding more government programs, and of doing all of this within a framework
of sound public finances, is something that's relatively clear. There's not such a big problem there.
It's also clear that you need to have major political reform to have this happen. You can't raise
taxes unless you convince people that the money is not going to be stolen. You have to put an
end to corruption in that sense, and you have to establish better systems of accountability. You
have to convince people that there is the regulatory capability either to oversee private companies
that have been privatized or to efficiently run state-owned companies that would be given self
management margins. And you need to have governments that are able to align reform packages
with institutional mechanisms to make them happen. In other words, if you get a president elected,
he has to have enough power in parliament and elsewhere for all this to move forward. So you
need some significant institutional reform in a lot of countries in Latin America, moving toward
something like a French system where you have automatic mechanisms that create presidential
majorities and parliamentary majorities. You also need major reforms of civil society to permit
high-intensity politics whereby people are sufficiently mobilized to push the program forward.
You're not going to have insurrections happen everyday. But you can have a series of mechanisms
that make it easier for people to organize, and that give them access to the media, access to local
government, and access to different organizations that would act as meeting points among them to
collectively pressure governments to move these programs forward. So, the conceptual design is not
that complicated to figure out. The issue is how you build a coalition for this. Basically you have to
have major changes in alliances in Latin America, moving from the current center and right alliances
to center and left alliances that are socially and politically behind these programs. I think that there's
movement in that direction. What will happen is you will never have glorious left-wing movements
anymore with this sort of a program. The problem is how you match the program to the agency. You
can't get people too excited about a program like this, but on the other hand, this is the only kind
of program that is really viable. There is a match problem there. That's why I think we've had all
these difficulties in the past seven or eight years. But I think it will come along as the costs of the
neoliberal model become more and more evident and people are willing to get more excited about
it.
LADB: Building a little on this point, what you're describing although certainly much more
progressive in the sense of carrying out reforms than anything we're seeing under the current
neoliberal model is not an alternative model. It is perhaps a much more efficient economic program
that is more stabilizing for society, but within the neoliberal framework.
Castaneda: I don't think so. I think it's a fundamentally different model. It is fundamentally different
because it has a much greater role for the state, a much greater role for society, and a different
motor of growth that basically promotes the domestic market through links between the backward
sector of the economy in society and the 'forward' or export sectors. It also calls for a major role
for large alliances, for consensus within each country to establish the links between the backward
sector and the advanced sector. So I think it's a fundamentally different scheme from the neoliberal
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model. The same thing is true with the trade liberalization aspect. Trade liberalization under the
neoliberal model is basically no protection at all, ever. I think the whole idea is that you have to have
protection, and you have to have an export effort that is based not just on the market but on large
alliances, East Asian-style alliances, among business, workers, and the government. So, I think it's
not just tinkering on the margins. It is a different model. Now, it is not a revolutionary model. It is
not a model that is going to turn societies upside down overnight or even in the long term. It's a
centrist, or social democratic, or an Asian model if you will. It is not a revolutionary model. But I
think it is significantly different from the existing state of affairs, and that's why I think it's viable.
LADB: Do you see any country in Latin America at this point where domestic conditions are
developing that could lead to that kind of a government coming to power?
Castaneda: I think that there's a combination of factors in several countries, none of which is
complete. For example, I think you have the type of needed political alliance, up to a point, in Chile.
You don't have the program but you have the alliance. At least in Chile you have a sort of centerleft alliance as opposed to a center-right alliance. The program is a little bit in that direction, but
certainly not anywhere near as much as I think it should be. They have raised taxes and they are
spending much more on social programs. Still, they are not yet moving on the trade side. Also, they
don't really want to implement an industrial policy, a sort of third-stage industrial policy, yet. But
you have the alliances there. I think that, as the neoliberal model begins to run into more and more
problems in Argentina, Brazil, Chile, and Mexico, we will see this convergence of the design and the
alliances. When and where it will happen I really don't know. A lot depends just on luck. I mean,
the Argentine neoliberals have had much more time than anyone ever thought. I think they've run
out of time now, but who would have expected in 1989 that this business would have lasted, that the
'convertibility scheme' would have lasted several years. The Brazilians have an industrial policy.
They haven't really abandoned it. They haven't thrown it away. There's not a whole lot that you
would do too differently there. In the case of Brazil, there has to be more domestic linkages between
the advanced sector and the backward sector, plus a comprehensive employment policy linked to an
industrial policy. That's what the Brazilians don't do. But on the pure export side, they basically have
an Asian-style export policy, and it's worked. It's worked for 20 years.
LADB: Although there's been no change in the rigid support for neoliberal reform that has
characterized the multilateral lending institutions, those organizations especially the Inter-American
Development Bank have had a major policy change aimed at redirecting much of their resources
into anti-poverty, or social-development programs. What real impact do you think that change in
policy can have in the region?
Castaneda: I'm not sure I know exactly what they're doing. But my impression is that the
fundamental issue regarding social policy in Latin America is whether these countries are willing,
as I said before, to establish the principle of certain social rights, which are not negotiable and
not compressible during hard times. The basic question is whether the multilateral institutions
are willing to fund that as opposed to the local grassroots projects that they fund now. The local
projects are interesting here and there, but they are not going to make a major difference given the
sea of poverty that exists. I think that if that package of social rights could be consolidated could
be really accepted, funded, and have its funding in a sense separated from the state budget in
such away that it is not subject to all the usual variations then there would be a real impact. The
multilateral agencies could contribute a lot in this way. But they don't yet seem to be anywhere
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near that conclusion. Rather, they seem to be simply continuing to fund local projects and to reduce
government subsidies. What they want to do basically is to target the poor as much as possible
provide microsubsidies but that will end up leaving an enormous amount of people on the outside.
It limits the broader package of social rights.

-- End --
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